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EDITORIAL
Speaking before a group of students of 
the College of the City of New York, 
Dr. Frederick B. Robinson made what 
may be regarded as a courageous statement of fact, one that 
might be taken to heart by an unfortunately large number of the 
students in most American colleges. The occasion was a meeting 
of the biology group. According to the daily papers, Dr. Robin­
son did his utmost to discourage students who desired to enter 
medical schools. There are, it is well known, many more de­
mands for admission than the facilities of the medical schools can 
grant. It was stated in the press that Dr. Robinson’s concern 
over the large number of students desiring to enter the medical 
profession was due in part to a yearly survey, which is made at 
the college, on professional preferences. For some years, it was 
said, students choosing medical and teaching careers had out­
numbered all others. The president’s report of last July in­
dicated that there had been a substantial falling off in the number 
electing to teach and a corresponding increase in the number en­
tering scientific fields, with medicine predominating. Upon this 
thesis Dr. Robinson based his eminently truthful and frank 
remarks. “City College,” he is reported to have said, “is intel­
lectually superior to other colleges in the country but is not 
fortunate in personality and social prestige. The medical schools 
look to see who would be the most gracious practitioners of medi­
cine. They look for affability and appearance. In spite of the 
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students are trying to get into medicine. Unless you are truly 
eager to help people, turn your efforts to some other branch of 
study.” He advised his listeners who would not be deterred by 
his remarks to enter medicine with an eye to research rather than 
to practising in an already overcrowded field. “Medicine has 
reached the most interesting and most difficult stage,” President 
Robinson said. “ It is now based on the ultimate science, and its 
students should be thoroughly trained.”
These are brave words addressed to an 
audience which certainly would not be 
flattered. It is not comfortable to 
anyone to be told that his appearance and general social fitness 
are not sufficiently good to justify him in entering the practice of 
any profession. There are not enough members of faculty of 
our colleges who will make plain, blunt statements of unvarnished 
truth at the risk of offending the student body, but it would be 
infinitely better for all concerned if there were more of such simple, 
straightforward admonitions. The truth of the matter is that 
we seem to be suffering from too much education wrongly placed. 
Many years ago a grocer in a New England city complained that 
he could not obtain American youth for his shop because all of 
them were brought up with the notion that they should accept 
nothing in life which would carry the taint of trade. Carpenters’ 
sons were to be college professors; plow-boys were to be bankers; 
at least one son in every family should enter medicine and one 
the law. Not even in the grade of society which, in a snobbish 
world, was considered the lowest, could one find any offspring 
willing to undertake manual labor. New England was becoming 
like an army of romance—all officers and no private soldiers. This 
condition arose from an ambition, laudable in a way, but it was not 
helpful to the perpetuation of industrial and commercial growth. 
It is rank heresy in America to think, and it is almost treason to say, 
that there can be too much education; but, nevertheless, it is true 
that if all the population be educated to do nothing but the highest 
type of mental work, we shall starve. Fields must be plowed, shops 
must be manned, factories must have operators, else the whole 
machine will become top-heavy and lack any motive force. And 
it is equally true that, while under the declaration of independence 
all men are supposed to be free and equal, there can never be true 





nothing resembling the caste system under our form of govern­
ment, but there are differences inherent in youths of all classes. 
Some are destined to accomplish great tasks with their minds, 
and others must follow their natural bent and employ their 
hands to carry on the work of the world. There is an expression 
which is anathema to some supposedly advanced thinkers. The 
word “background,” or environment, is not supposed, in the 
advanced school of thought, to have anything to do with per­
sonal accomplishment or the right to accomplish. Yet to think 
that is to defy everlasting principles. Whether we like it or not, 
there are many people born into the world who can never do more 
than be inconspicuous cogs in the wheel. The great engineers who 
drive the machine are few—and, indeed, not many are needed. 
Someone must give the commands; some one mind must direct, 
and it is only the thousandth or the ten-thousandth man or 
woman who has the God-given ability to be in charge. But the 
spirit of America is such that all of us yearn to be great leaders, 
doers of great deeds, and we think of greatness only in terms of 
outstanding spectacular accomplishment. We are apt to forget 
that the most obscure portion of a machine may be as vital 
to success as the controlling lever. What the president of the 
College of the City of New York was saying was merely what 
most people know at heart—that, though many be called, few are 
chosen.
We all respect the hopeful pride of 
every parent who expects that his or 
her son or daughter will shine with resplendent glory in the deeds 
of this world—but that is not to admit that such pride is justified. 
If there were no fond parents—and this, of course, is absolutely 
heterodox—the world might be better off. Take, for example, the 
situation which was considered by Dr. Robinson. In the number 
of students before him, there were possibly two or three per cent 
who could expect to make a success of a calling so lofty as medi­
cine. (We are speaking now, of course, of medicine as it should 
be, not necessarily as it is.) Yet the parents of every one of those 
students doubtless felt that his or her son was one of the elect and 
therefore should be singled out of the multitude and made a pillar 
in the temple of a great profession. Unfortunately it is probably 
true that the ideal of professional standing was not the only 
motive behind these ambitions. There was, undoubtedly, in
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many cases another driving force which, to speak bluntly, was 
nothing but avarice. Medicine in the minds of many people has 
become a kind of racket and those who arrive in that profession 
may participate in unholy profits. Whether this theory be true 
or false has nothing to do with the present consideration. It is, 
however, generally admitted by the leaders in medicine and sur­
gery that many unworthy practices have crept into this noble 
profession and are threatening to make of it nothing but a racket, 
after all. For every one rascal in the profession there are prob­
ably a dozen honest and benevolent practitioners, but the one 
guilty and unscrupulous physician or surgeon casts a stigma upon 
the whole body. Perhaps among the students to whom Dr. 
Robinson spoke there were forty per cent who were well fitted by 
background and natural inclination to succeed in commerce. 
Perhaps another forty per cent would find their most congenial 
and profitable occupation in industry. Of the remaining twenty 
per cent there would be men suited by disposition and inheritance 
to achieve some success in a score of different callings. Certainly 
not more than two or three per cent in any group, either of the 
College of the City of New York or of any other institution of 
learning, would have those peculiar gifts and that special humane 
faculty which are essential in the honest and helpful practitioner 
of medicine. Everybody knows of the traditional belief of the 
so-called upper classes in England that one son should enter the 
army, one the navy and one the church, without any considera­
tion whatever of the fitness of any one of the three for the voca­
tion to which he was assigned. As a consequence, there have 
been many wretched apologies for army officers, not quite so 
many failures in the navy—because the navy has a way of making 
men efficient in spite of themselves—and, in the church, a sad long 
list of inept preachers of the gospel. We are accustomed to think 
that we are wiser here in America than our cousins in England; but 
in reality we are not. We dedicate young men and young women 
to vocations which are entirely alien in spirit to the youths who 
enter them. Lately, of course, there has been much more at­
tempt to select a career of the character which is congenial to 
the spirit and personality of the entrant, but still there remains 
the perfectly understandable but erroneous conception that 
nothing but the best, as we are accustomed to consider the best, is 
good enough for our son or our daughter. It may be added that 
if this great profession of medicine had not been over-populated
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by inefficient and unworthy men and women the evils which are 
so much deplored would never have arisen.
Now, if all this be true of medicine, it is 
equally true of the profession in which 
we are especially interested. Not many 
years ago it was said in these pages that the practice of account­
ancy offered a pecuniary reward higher than any other. The 
statement was based upon a survey of the income of practitioners 
of accountancy throughout the country compared with the aver­
age income of lawyers, surgeons, architects, engineers and clergy. 
It was also said that while the enormous fees received by many 
lawyers and medical men were seldom equaled by the fees of ac­
countants, the average income of the accountant was the greatest 
of all. These comments, which were undeniably true at the 
time, were seized upon by some schools and other institutions as 
a text upon which to base inducements to study accountancy and 
to enter its professional practice. No statement which has ever 
appeared in this magazine has been the subject of more corre­
spondence or more debate than those remarks upon the earnings 
of various professions. At the same time there spread through­
out the country a general sentiment of envy of the fortunate ones 
who were numbered in the ranks of this lucrative profession. The 
man who had not made a success of his work in an office was 
attacked from a score of angles and advised to take up the study 
of accountancy and thereby to become so proficient that it would 
be merely a short leap from his stool at the desk to the armchair of 
the president. Then came the first of the income-tax laws and 
accountancy received another boost. Great and, in many cases, 
wicked profits were made by men engaged in the field which was 
called tax practice. This again stimulated interest in this 
esoteric realm of accountancy. It became more and more a goal 
toward which to work, and so, as an inevitable consequence, a 
great many men and women were driven by misrepresenta­
tion and by an over-earnest desire for wealth to seek admission to 
accountancy. Many of these men were in the same position as 
that described by the president of City College. They had not 
the background. They had not the natural gifts of honesty, 
analysis, sturdy independence, which are a fundamental part of 
the structure of a professional career. Many of them fell by the 
wayside before they even entered the door, but some struggled
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through and came into what they believed to be the palace of 
success. After a little while they began to find the atmosphere 
too rare, and one by one they went out by the same door where­
in they came. Yet a misunderstanding of the facts prevails. 
Hundreds, perhaps thousands, of young men are now heading 
toward accountancy and they will never achieve what they think 
they most desire. It is not every good student who has those 
peculiar talents which are required to make an accountant, any 
more than it is every student who is fitted to practise medicine. 
Here and there are men who, whether they know it or not, would 
be an ornament to accountancy and would derive a comfortable 
livelihood and perhaps something approaching wealth in the pro­
fession. They are the men who should be induced to give con­
sideration to the adoption of accountancy as a life work.
Of course all these comments will be 
answered by pointing to Abraham 
Lincoln and other bright stars in the 
firmament of mankind, and it will be said that these men had no 
background and yet their deeds will live forever. But if we go 
back over the history of this country or any other we shall find 
that there was only one Abraham Lincoln—and we are not like to 
see another. Furthermore, it is not true to say that Abraham 
Lincoln had no background in the common meaning of the word. 
He had a very wonderful background, and Providence had given 
him something which was so transcendent that even without 
background he would still have stood forth before the world. 
The profession of accountancy is growing year by year in promi­
nence and stature and its possibilities extend beyond the horizon. 
There will be great need, as there is today, for young men of the 
right kind to come into it; but let every college student or other 
person who has his eye fixed on accountancy examine himself and 
see if he can honestly say that accountancy is that thing for which 
he is most richly endowed. Leaving out of consideration the 
bright particular stars which shine once in a century, it may 
safely be said that the best accountants will be the men who come 
from the best homes, with the best background and the best 
natural abilities. The education, of course, is necessary, but that 
is not the principal factor. To revert for a moment to President 
Robinson’s address, we may remind our readers that what ac­
countancy wants is able men, honest men and men so utterly
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unsusceptible to influence that they will look the whole world in 
the face and, when necessary, tell it to go to hell. The man who 
wants to be a public accountant, whose desires are based upon 
thoughts of great profits, is not the man to whom accountancy 
will offer a welcoming hand. But the Spirit of Accountancy 
stands at the door looking at the young men as they pass along 
the way and to the right man the invitation is ever cordial. 
There is room, plenty of room, for those who have the grace and 
the knowledge and the personality.
One of the great difficulties which con­
fronts examiners of accountants is the 
preparation of questions in commercial 
law which shall be neither too technical and difficult nor too ele­
mentary. As an illustration let us use one of the questions in a 
recent examination of the Institute, which was strikingly similar to 
a problem arising in the case of Fay vs. Witte in New York. The 
decision of the supreme court, appellate division, was regarded 
by many lawyers as against the weight of authority and in the 
unofficial answers by Spencer Gordon which appeared in The 
Journal of Accountancy, the answer to this question was 
written from the opposite point of view from that taken by the 
New York supreme court. Mr. Gordon stated that “there are 
decisions otherwise.” The case of Fay vs. Witte was taken to the 
court of appeals, which is the court of last resort in the state of 
New York, and that court reversed the decision of the appellate 
court and decided the case with what Mr. Gordon had described 
as the weight of authority. This incident led to a certain amount 
of correspondence between the board of examiners and Mr. 
Gordon and the whole question of the difficulty of the examination 
in commercial law was raised. The opinion of the board in this 
matter is expressed in letters from one of the examiners and we 
believe that the subject is of sufficient general interest to merit 
quotation. The examiner who wrote said, “I believe that Mr. 
Gordon is sincere in believing that the law examination questions 
are too difficult. This belief, if it exists, is not well founded 
because the proper way to judge these examinations is by re­
sults.” From another and later letter from the same examiner 
we quote as follows: “Candidates are not marked on their ability 
to guess how the majority of a particular court may have decided 




The Journal of Accountancy
because I believe the examination should be designed to uncover 
the candidate’s knowledge of legal principles and his ability to 
recognize them in given statements of fact. In assigning credit 
the candidate’s reasons for his answer are given great weight. 
You correctly concluded that question number 2 of the May, 1933, 
examination was based on Fay vs. Witte, 260 N. Y. S. 683. As 
you may remember, the dissenting opinion was longer than the 
opinion of the court. In the court of appeals opinion, 262 N. Y. 
215, about as many cases were cited as opposed to that court’s 
decision as were cited in support of it. Thus this was the kind 
of close question which I seek. Candidates received high marks 
for intelligent discussions of the point at issue regardless of 
whether or not they agreed with the appellate division.”
This answer of the examiner emphasizes 
admirably one of the underlying prin­
ciples which have always governed the 
board of examiners of the American Institute of Accountants.
There is no hard and fast answer by which to measure all other 
answers in questions which involve an expression of the candi­
date’s opinion. What the board of examiners desires is a ques­
tion which will test the candidate’s general knowledge of the 
subject and afford him opportunity to give evidence of an intelli­
gent grasp of the points at issue. Whether the answer agree or 
totally disagree with what the board believes to be the correct 
answer has comparatively little bearing on the grade given to 
any one answer. The board is looking for an expression which 
indicates knowledge, even if the opinions based upon that knowl­
edge may differ widely from those held by the board itself. In 
this principle of latitude the board surely is correct. No 
reasonable person would contend that the answers should be 
parrot-like and measured by mathematical rule of precision. The 
board’s purpose is to pass candidates who know what they are 
about and to reject those who have not the knowledge which 
would justify them in undertaking professional public work. 
Herein lies justice, and from this principle arises a fair judgment 
of ability.
One of the most important documents 
issued by the American Institute of 
Accountants appeared on January 21, 
1934, under the title, Audits of Corporate Accounts. It consisted
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of a series of communications between the special committee on 
cooperation with stock exchanges of the American Institute of 
Accountants and the committee on stock list of the New York 
Stock Exchange. The correspondence began on September 22, 
1932, but was preceded by a great many conferences between 
accountants and members of the stock exchange and also by an 
address delivered by J. M. B. Hoxsey, executive assistant to the 
committee on stock list, at the annual meeting of the American 
Institute of Accountants held in Colorado Springs in September, 
1930. For many years there has been a growing sentiment in 
favor of better understanding of the true nature of corporate 
accounts, and it has been the desire of the stock exchange as well 
as of public accountants that everything possible should be done 
to make corporate reports intelligible to the ordinary reader and 
sufficiently informative to enable him to estimate with fair ac­
curacy the value of his investments. There has been the most 
cordial relationship between the committee on stock list and the 
committee on cooperation with stock exchanges. Both commit­
tees have been animated by the praise-worthy desire to bring 
about reform, not so much in the matter of honesty—most reports 
have been honest—but rather in the form of report and 
the attainment of clarity. The document to which we have re­
ferred was distributed widely by the stock exchange and by the 
American Institute of Accountants. Probably most of the readers 
of this magazine have already received copies of the pamphlet, 
but there is a continuing demand for additional copies and the 
circulation of the pamphlet will amount to a considerable 
number of thousands.
The pamphlet is introduced by a brief 
note by the president of the American 
Institute of Accountants urging all ac­
countants to read the entire series of letters. The letters from 
the Institute’s committee are largely concerned with suggestions 
for the form of reports and an interpretation of the meaning of 
accounts. The committee has dealt with broad principles rather 
than minute details. The president of the New York Stock Ex­
change on January 31,1933, sent to the presidents of corporations 
listed on the exchange a letter requesting that certain data and 
explanations be supplied with the reports furnished to the exchange. 
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President Whitney endorsed the accounting principles recom­
mended by the Institute’s committee. These principles were 
five in number:
“ 1. Unrealized profit should not be credited to income account 
of the corporation either directly or indirectly, through the 
medium of charging against such unrealized profits amounts 
which would ordinarily fall to be charged against income account. 
Profit is deemed to be realized when a sale in the ordinary course 
of business is effected, unless the circumstances are such that the 
collection of the sale price is not reasonably assured. An excep­
tion to the general rule may be made in respect of inventories in 
industries (such as the packing-house industry) in which, owing 
to the impossibility of determining costs, it is a trade custom to 
take inventories at net selling prices, which may exceed cost.
“2. Capital surplus, however created, should not be used to 
relieve the income account of the current or future years of charges 
which would otherwise fall to be made thereagainst. This rule 
might be subject to the exception that where, upon reorganiza­
tion, a reorganized company would be relieved of charges which 
would require to be made against income if the existing corpora­
tion were continued, it might be regarded as permissible to 
accomplish the same result without reorganization provided the 
facts were as fully revealed to and the action as formally approved 
by the shareholders as in reorganization.
”3. Earned surplus of a subsidiary company created prior to 
acquisition does not form a part of the consolidated earned sur­
plus of the parent company and subsidiaries; nor can any dividend 
declared out of such surplus properly be credited to the income 
account of the parent company.
“4. While it is perhaps in some circumstances permissible to 
show stock of a corporation held in its own treasury as an asset if 
adequately disclosed, the dividends on stock so held should not 
be treated as a credit to the income account of the company.
“5. Notes or accounts receivable due from officers, employees 
or affiliated companies must be shown separately and not in­
cluded under a general heading such as notes receivable or 
accounts receivable.”
The efforts within the exchange itself to 
induce conformity to the suggestions 
bore substantial fruit, and later in the winter of 1933 it was de­
cided by the exchange that all listed companies, with the excep­
tion of railways, which are under control of the interstate 
commerce commission, must subject their accounts to audit by 




by the American Institute committee and, under date of January 
18, 1934, the chairman of the Institute’s committee was notified 
by the stock exchange that this form of certificate had been ap­
proved. In its final form this certificate reads as follows:
“We have made an examination of the balance-sheet of the 
XYZ Company as at December 31, 1933, and of the statement of 
income and surplus for the year 1933. In connection therewith, 
we examined or tested accounting records of the company and 
other supporting evidence and obtained information and explana­
tions from officers and employees of the company; we also made a 
general review of the accounting methods and of the operating 
and income accounts for the year, but we did not make a detailed 
audit of the transactions.
“In our opinion, based upon such examination, the accompany­
ing balance-sheet and related statement of income and surplus 
fairly present, in accordance with accepted principles of account­
ing consistently maintained by the company during the year 
under review, its position at December 31, 1933, and the results 
of its operations for the year.”
Important Explan­
atory Notes
The suggested form of accountant’s 
report was accompanied by certain 
notes which are of great importance and 
should be borne in mind by every practitioner who is concerned
with the certification of financial statements. These notes, 
brief but comprehensive, read as follows :
“ 1. It is contemplated that before signing a report of the type 
suggested, the accountant should have at least made an 
examination of the character outlined in the bulletin, 
Verification of Financial Statements, as interpreted in the 
communication of the committee on stock list to the 
governing committee dated October 24, 1933.
“2. The report should be addressed to the directors of the com­
pany or to the stockholders, if the appointment is made 
by them.
“3. The statement of what has been examined would, of course, 
conform to the titles of the accounts or statements 
reported upon.
“4. In the second sentence, any special forms of confirmation 
could be mentioned: e.g., ‘including confirmation of cash 
and securities by inspection or certificates from deposi­
taries.’
“5. This certificate is appropriate only if the accounting for the 
year is consistent in basis with that for the preceding 
year. If there has been any material change either in
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accounting principles or in the manner of their applica­
tion, the nature of the change should be indicated.
“6. It is contemplated that the form of report would be modi­
fied when and as necessary to embody any qualifications, 
reservations or supplementary explanations.”
In the course of less than two years 
since the beginning of the correspond­
ence contained in the pamphlet a great step forward has been 
taken. A few years ago it might have seemed almost impossible 
to bring about so close a rapprochement between an exchange and 
the Institute or indeed between any groups of men even with 
closely allied interests. All the members of both committees 
deserve high praise for the spirit of cooperation which they have 
displayed, and it is certain that the understanding which 
has been reached will do more to create a sense of security than 
anything else that has transpired within recent years. As we 
have said, there has never been a universal desire in Wall street 
to repress information, but there has been, in far too many cases, 
an unwillingness to deal frankly with the public. All that is in 
the past. If there be men in the street who still cling to the old 
notion of secrecy in corporate affairs they have lost their influence. 
The exchange today is entirely imbued by a desire to tell the 
public everything that can be told without jeopardizing the in­
ternal workings of any one corporation. There is, of course, 
always a certain amount of confidential information that could 
not be given without injuring the company, but there is no reason 
at all why every company should not give a sufficiently explicit 
and comprehensive report to make known to the investor and the 
prospective investor everything which is essential to a valuation of 
securities.
The Sydney (Australia) Morning Herald 
of June 30, July 1 and July 5, 1933, 
contained reports of the case, Wallera-wang Collieries, Ltd., v. 
Brierley and others. This was a case in which the collieries com­
pany brought suit against three accountants practising under the 
name of Kent, Brierley & Sully to recover damages for alleged 
negligence. The matter was of great importance to all account­
ants and auditors, not only in Australia but throughout the world. 
On the concluding day Mr. Justice Stephen, in summing up, said 





if the defendants, in the course of their audit, gave a certificate 
that the plaintiff company was in a certain financial position and 
that certificate was incorrect, although the defendants honestly 
believed it to be correct, then, in those circumstances, the onus 
was on the defendants to show that the incorrect result at which 
they arrived was not due to some negligence on their part. 
Under the first count plaintiff company said there was a retainer 
of the defendants to audit, examine, check and report upon the 
books, accounts, vouchers, papers and records of the plaintiff 
company and to certify as to their correctness. Then there 
followed a claim that there was a breach of the contract to take 
due care. The contract to take reasonable care was implied by 
law when a skilled person undertook to do certain work. There 
was no contract in writing, but there was a minute which said 
that the defendants had been appointed auditors. Negligence 
was generally defined as being an omission to do that which a 
reasonable man would do in the circumstances or the doing of 
something which a reasonable man would not do in the circum­
stances. There was the further point to be noted—that it was 
not sufficient for plaintiff to say that defendant was negligent, but 
that he had to indicate the specific matters in respect of which 
he said the defendants had failed. In this particular case it was 
not a question of negligence by an ordinary person or the amount 
of prudence required of an ordinary man, but it was a question of 
the amount of care which might reasonably be expected of a 
person of a skilled profession of accountancy or auditorship. It 
was the duty of a skilled person to exercise, diligently and hon­
estly, that amount of care which was expected of him according to 
the standards of that profession. “Every person,” said a learned 
chief justice (Tindal, C. J.), “who enters into a learned profession 
undertakes to bring to its exercise a reasonable degree of care and 
skill. He does not undertake, if he is an attorney, that at all 
events you shall gain your case; nor does a surgeon undertake 
that he will perform a cure.” The professional man had to bring 
a fair, reasonable and competent degree of skill. The plaintiff 
succeeded if the jury was satisfied that there was a carelessness 
which was incompatible with the ordinary standard of practice in 
the profession. Secondly, the amount of care required might 
vary according to the circumstances of the particular case. 
Thirdly, there was a difference between a private audit and the 
audit of the books of a company. Was there an absence of 
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reasonable care by the defendants in failing to check certain lists 
of cheques in the minute books? In those minute books there 
were lists of cheques passed at the meetings. Secondly, there 
were lists of cheques “drawn since last meeting,” and the printed 
number of each cheque was always given. In these latter lists, 
that was, of cheques drawn since last meeting, the secretary of the 
company, on many occasions entered a cheque as being of a small 
amount, forged a cheque for a larger sum, cashed the cheque at 
the bank and kept the proceeds. He then forged the invoices 
and the authorizing initials of such invoices, and the totals of the 
actual amounts in the minute books were incorrectly added so as 
to conceal the fraud. This, it was submitted, would be quite 
obvious to anybody who checked the entry and added it up. 
The defendants admittedly did not check those entries. The 
question was whether this was negligence or not. Was that below 
the standard of care which was required by the practice of the 
profession ? The plaintiff company claimed that it was. Having 
examined the evidence under this heading and discussed the other 
matters in which it was alleged that there had been negligence, 
the judge said that in the first instance the claim for damages was 
for £17,250 for the loss of the amount of the forged cheques. The 
declaration said, “whereby plaintiffs were defrauded of large 
sums of money.” That meant large sums of their own money. 
His view of the law, which the jury must take for the present, was 
that it was not the plaintiffs who were defrauded of their money, 
but the bank, and that therefore that money was still in the bank 
or rather that the debt which originally arose from the payment 
in of the money was still in existence and the bank had to pay it 
back. When he first gave that ruling he understood from counsel 
that he still indicated that there was some general damage. He 
would have to leave that to the jury. He believed that these 
particular damages were not covered by the declaration, and 
counsel had asked for an amendment under which the jury was 
now asked to assess a substantial sum of damages if there was 
this negligence, that was to say that plaintiffs had lost the use of a 
large sum of money the right to which was thereby concealed. 
He also told the members of the jury that they could not give 
damages unless it was shown that the negligence of the auditors 
was the effective cause of the loss. A person might be negligent 
and that might create a set of circumstances which allowed a 
second person to be negligent, and from that negligence flowed
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loss to the plaintiff. The court directed the jury on the tort 
count that it could not find a verdict unless it found there were 
substantial damages. The jury retired and considered the 
matter for a little more than two hours and then returned a 
majority verdict (which was taken by consent of the parties) 
for the defendants.
There has been so much public misun­
derstanding of what does or does not 
constitute negligence on the part of a 
professional man that this case should be a highly important 
precedent. The opinion of the judge as to what constituted 
reasonable care is significant. The gist of the matter lies in the 
conclusion of the summing up, in which the court advised the jury 
that no damages could be awarded unless it were shown that negli­
gence of auditors was the effective cause of the loss. “A person 
might be negligent and that might create a set of circumstances 
which allowed a second person to be negligent, and from that 
negligence flowed loss to the plaintiff.” Evidently the jury con­
cluded that there was not negligence and consequently the de­
fendants were exonerated. This judgment should dispose of 
many of the misconceptions, to use a euphemism, among persons 
who like to feel that an accountant or other professional man may 
be held responsible for everything which occurs. If the public will 
learn that an accountant is responsible only for the matters which 
come strictly within his view and those which are the subject of 
his certificate or report, we shall be relieved of many of the strike 
suits which are threatened or actually undertaken. All that is 
needed to protect the professional practitioner is an intelligent 
court and a firm determination to fight at whatever cost all at­
tempts to lay an undue burden upon the practitioner and to 
extort unjust damages.
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